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TITLE 34 --EDUCATION 

CHAPTER VI- -OFFICE OF POSTSECONDARY EDUCATION, DEPARTMENT OF EDUCATION 

PART 668J3TUDENT ASSISTANCE GENERAL PROVISIONS- -Table of Contents 

Subpart BjStandards for Participation in Title IV, HEA Programs 

Sec. 668.14 Program participation agreement. 

(a) (1) An institution may participate in any Title IV, HEA program, 
other than the LEAP and NEISP programs, 

[ [Page 407] ] 

only if the institution enters into a written program participation 
agreement with the Secretary, on a form approved by the Secretary. A 
program participation agreement conditions the initial and continued 
participation of -an eligible institution in any Title IV, HEA program 
upon compliance with the provisions of this part, the individual program 
regulations, and any additional conditions specified in the program 
participation agreement that the Secretary requires the institution to - 
meet . 

(2) An institution's program participation agreement applies to each 
branch campus and other location of the institution that meets the 
applicable requirements of this part unless otherwise specified by the 

. Secretary. 

: ^ (b) By entering into a program participation agreement, an 
institution agrees that-- 

(1) It will comply with all statutory ■ provisions of or applicable to 
Title IV of the HEA, all applicable regulatory provisions prescribed 
under that statutory authority, and all applicable special arrangements, 
agreements, and limitations entered into under the authority of statutes 
applicable to Title IV of the HEA, including the requirement that the 
institution will use funds it receives under any Title IV, HEA program 
and any interest or other earnings thereon, solely for the purposes 
specified in and in accordance with that program; 

(2) As a fiduciary responsible for administering Federal funds, if 
the institution is permitted to request funds under a Title IV, HEA 
program advance payment method, the institution will time its requests 
for funds under the program to meet the institution's immediate Title 
IV, HEA program needs; 

(3) It will not request from or charge any student a fee for 
processing or handling any application, form, or data required to 
determine a student's eligibility for, and amount of, Title IV, HEA 
program assistance; 

(4) It will establish and maintain such administrative and fiscal 
procedures and records as may be necessary to ensure' proper and 
efficient administration of funds received from the Secretary or from 
students under the Title IV, KEA programs, together with assurances that 
the institution will provide, upon request and in a timely manner, 
information relating to the administrative capability and financial 
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responsibility of the institution to — 

(i) The Secretary,- 

(ii) A guaranty agency, ggr def tried ±rr 34 CPR part 682, that 
guarantees loans made under the .Federal Stafford Loan and Federal PLUS 
programs for attendance at the institution or any of the institution's 
branch campuses or other locations; 

(iii) The nationally recognized accrediting agency that accredits or 
preaccredits the institution or any of the institution's branch 
campuses, other locations, or educational programs; 

(iv) The State agency that legally authorizes the institution and 
any branch campus or other location of the institution to provide 
postsecondary education; and 

(v) In the case of a public postsecondary vocational educational 
institution that is approved by a State agency recognized for the 
approval of public postsecondary vocational education, that State 
agency; 

(5) It will comply with the provisions of Sec. 668.15 relating to 
factors of financial responsibility ; 

(6) It will comply with the provisions of Sec. 668.16 relating to 
standards of administrative capability; 

(7) It will submit reports to the Secretary and, in the case of an 
institution participating in the Federal Stafford Loan, Federal PLUS, or 
the Federal Perkins Loan Program, to holders of loans made to the 
institution's students under that program at such times and" containing 
such information as the Secretary may reasonably require to carry out 
the purpose of the Title IV, HEA programs; 

(S) It will not provide any -statement to any student or 
certification to any lender in the case of an FFEL Program loan, or 
origination record to the Secretary in the case of a Direct Loan Program 
loan that qualifies the student or parent for a loan or loans in excess 
of the amount that the student or parent is eligible to borrow in 
accordance with sections 425(a), 428(a)(2), 428(b)(1)(A) 

[ [Page 408] ] 



and (B) , 428B, 428H, and 455(a) of the HEA; 

(9) It will comply with the requirements - of subpart D of this part ■ 
concerning institutional and. financial assistance information for 
students and prospective students; 

(10) In the case of an institution that advertises job placement 
rates as a means of attracting students to enroll in the institution, it 
will make available to prospective students, at or before the time that 
those students apply for enrollment- - 

(i) The most recent available data concerning employment statistics, 
graduation statistics, and any other information necessary to 
substantiate the truthfulness of the advertisements; and 

(ii) Relevant State licensing requirements of the State in which the 
institution is located for any job for which an educational program 
offered by the institution is designed to prepare those prospective 
students; 

(11) In the case of an institution participating in the FFEL 
program, the institution will inform all eligible borrowers, as defined 
in 34 CFR part 682, enrolled in the institution about the availability 
and eligibility of those borrowers for State grant assistance from the 
State in which the institution is located, and will inform borrowers 
from another State of the source of further information concerning State 
grant assistance from that State; 

(12) It will provide the certifications described in paragraph (c) 
of this section; 

(13) In the case of an institution whose students receive financial 
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assistance pursuant to section 484(d) of the HEA, the institution will 
make available- to those students a program proven s^ucces^ftrl in 
assisting students in obtaining- the recognized- equivalent of a high 
school diploma; 

(14) it will not deny any form of Federal financial aid to any 
eligible student solely on the grounds that the student is participating 
in a program of study abroad approved for credit by the institution; 

(15) (i) Except as provided under paragraph (b) (15) (ii) of this 
section, the institution will use a default management plan approved by 
the Secretary with regard to its administration of the FFEL or Direct 
Loan programs, or both for at least the first two years of its 
participation in those programs, if the institution- - 

(A) Is participating in the FFEL or Direct Loan programs for the 
first time; or 

(B) Is an institution that has undergone a change of ownership that 
results in a change in control and is participating in the FFEL or 
Direct Loan programs . 

(ii) The institution does not have to use an approved default 
management plan if-- 

(A) The institution, including its main campus and any branch 
campus, does not have a cohort default rate in excess of 10 percent; and 

(B) The owner of the institution does not own and has not owned any 
.other institution that had a cohort default rate in excess of 10 percent 
while that owner owned the institution. 

(16) [Reserved] 

(17) The Secretary, guaranty agencies and lenders as defined in 34 
-.CFR part. 68.2., nationally recognized accrediting agencies , -the Secretary 
of Veterans Affairs, State agencies recognized under 34 CFR part 603 for 
the approval of public postsecondary vocational education, and State 
agencies that legally authorize institutions and branch campuses or 
other locations of institutions to provide postsecondary education, have 
the authority to share with each other any information pertaining to the 
institution's eligibility for or participation in the Title IV, .HEA 
programs or any information on fraud and abuse; 

(18) It will not knowingly-- 

(i) Employ in a capacity that involves the administration of the 
Title IV, HEA programs or. the receipt of funds ■ under those programs, an 
individual who has been convicted of, or has pled nolo contendere or 
guilty to, a crime involving the acquisition, use, or expenditure of 
Federal, State, or local government funds, or has been administratively 
or judicially determined to have committed fraud or any other material 
violation of law involving Federal, State, or local government funds; 

[ [Page 409] ] 

(ii) Contract with an institution or third-party servicer that has 
been ^ terminated under section 432 of the HEA for a reason involving the 
acquisition, use, or expenditure of Federal, State, or local government 
funds, or that has been administratively or judicially determined to 
have committed fraud or any other material violation of law involving 
Federal, State, or local government funds; or 

(iii) Contract with or employ any individual, agency, or 
organization that has been, or whose officers or employees have been-- 

(A) Convicted of, or pled nolo contendere or guilty to, a crime 
involving the acquisition, use, or expenditure of Federal, State, or 
local government funds; or 

(B) Administratively or judicially determined to have committed 
fraud or any other material violation of law involving Federal, State, 

or local government funds; ^ 

.(19) It will complete,, in a timely manner and to the satisfaction of .«# 
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the Secretary, surveys conducted as a part of the Integrated 
Pastsecondary Education Data System (IPEBS) or any other Federal 
collection effort, as : designated by the Secretary, regarding data on 
pas ^secondary Inst 1 tut ions. ; 

(20) In the case of an institution that is co-educational and has an 
intercollegiate athletic program, it will comply with the provisions of 
Sec. 668.4-8; 

(21) It will not Impose any penalty, including, but not limited to, 
the assessment of late fees, the denial of access to classes, libraries, 
or other institutional facilities, or the requirement that the student 
borrow additional funds for which interest or other charges are 
assessed, on any student because of the student's inability to meet his 
or her financial obligations to the institution as a result of the 
delayed disbursement of the proceeds of a Title "IV, HEA program loan due 
to compliance with statutory and regulatory requirements of or 
applicable to the Title IV, HEA programs, or delays attributable to the 
institution; 

(22) (i) It will not provide any commission, bonus, or other 
incentive payment based directly or indirectly upon success in securing 
enrollments or financial aid to any person or entity engaged in any 
student recruiting or admission activities or in making decisions 
regarding the awarding of title IV, HEA program funds, except that this 
limitation does not apply to the recruitment of foreign students 
residing in foreign countries who are not eligible to receive title IV, 
HEA program funds . 

(ii) Activities and arrangements that an institution may carry out 
without, violating the .provisions of paragraph (b) (22) (i) of this section 
include, but are not limited to: 

(A) The payment of fixed compensation, such as a fixed annual salary 
or a fixed hourly wage, as long as that compensation is not adjusted up 
or^down more than twice during any twelve month period, and any 
adjustment is not based solely on the number of students recruited, 
admitted, enrolled, or awarded financial aid. For this purpose, an 
increase in fixed compensation resulting from a cost of living increase 
that is paid to all or substantially all full-time employees is not 
considered an adjustment. 

(B) Compensation to recruiters based upon their recruitment of 
students who enroll only in programs that are not eligible for title IV, 
HEA program funds . 

(C) Compensation to recruiters who arrange contracts between the 
institution and an employer under which the employer's employees enroll 
in the ' institution, and the employer pays, directly or by reimbursement, 
50 percent or more of the tuition and fees charged to its employees; 
provided that the compensation is not based upon the number of employees 
who enroll in the institution, or the revenue they generate, and the 
recruiters have no contact with the employees. 

(D) Compensation paid as part of a profit-sharing or bonus plan, as 
long as those payments are substantially the same amount or the same 
percentage of salary or wages, and made to all or substantially all of 
the institution's full-time professional and administrative staff. Such 
payments can be limited to all,' or substantially all of the full-time 
employees at one or more organizational level at the institution, except 
that an organizational level 

[ [Page 410] ] 



may not consist predominantly of recruiters, admissions staff, or 
financial aid staff. 

^ (E) Compensation that is based upon students successfully completing 
their educational programs, or one academic year of their educational 
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programs, whichever is shorter. For this purpose-, successful completion 
of an academic, year laaaua that the student has* earned at least 24 
ae.mes.te-r or trimester credit hours or 3 6 quarter credit hours", or hasr 
successfully completed at least 90 0: clock hours, at instruction at the 
institution. 

(P) Compensation paid to employees who perform clerical "pre- 
enrollment,' ' activities., such as- answering telephone- calls, referring 
inquiries.., or distributing institutional materials. 

(G) Compensation to managerial or supervisory employees who do not 
directly manage or supervise employees who are' directly involved in 
recruiting or admissions activities, or the awarding of title IV, HEA 
program funds , 

(H) ' The awarding of token gifts to the institution's students or 
alumni, provided that the gifts are not in the form of money, no more 
than one gift is provided annually to an individual, and the cost of the 
gift is not more than $100. 

(I) Profit distributions proportionately based upon an individual's 
ownership interest in the institution. 

ffi ^ (J) ^ Compensation paid for Internet -based recruitment and admission 
activities that provide information about the institution to prospective 
students, refer prospective students to the institution, or permit 
prospective students to apply for admission on-line. 

(K) Payments to third parties, including tuition sharing 
arrangements, that deliver various services to the institution, provided 
that none of the services involve,.,. recruiting or admission activities, or 
the awarding of title IV, HEA program funds. 

(L) Payments to third parties, including tuition sharing 
arrangements, that deliver various services to the institution, even if 
one of the services involves recruiting or admission activities or the 
awarding of title IV, HEA program funds, provided that the- individuals 
■ -performing the recruitment or admission activities, or the awarding of 
title IV, HEA program funds, are not compensated in a manner that would 
be impermissible under paragraph (b) (22) of this section. 

(23) It will meet the requirements established pursuant to part H of 
Title IV of the HEA by the Secretary and nationally recognized 
accrediting agencies; 

(24) It will comply with the requirements of Sec. 668.22; 

(25) It is liable for all-- 

(i) Improperly spent or unspent funds received under the Title IV, 
HEA programs., including, any funds administered by a third-party 
servicer; and 

(ii). Returns of title IV, HEA program funds that the institution or 
its servicer may be required to make; and 

(2 6) If the stated objectives of an educational program of the 
institution are to prepare a student for gainful employment in a 
recognized occupation, the institution will-- 

(i) Demonstrate a reasonable relationship between the length of the 
program and entry level requirements for the recognized occupation for 
which^ the program prepares the student. The Secretary considers the 
relationship to be reasonable if the number of clock hours provided in ' 
the program does not exceed by more than * 50 percent the minimum number ' 
of clock hours required for training in the recognized occupation for 
which the program prepares the student, as established by the State in 
which the program is offered, if the State has established such a 
requirement, or as established by any Federal agency; and 

(ii) Establish the need for the training for the student to obtain 
employment in the recognized occupation for which the program prepares 
the student. 

(c) In order to participate in any Title IV, HEA program (other than f^ 
the LEAP and NEISP programs), the institution must certify that it-- ^ 
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^ a J:\ mS t n °P eratiai i a drug abuse prevention program that the 
institution, has determined to be acc&qqihlf»>n ^^^ ^-p-fa ■ „=,- -i 

student, at the institution; and av - aaBalble t0 any ° mcer ' employee, or 

section C iL?Jf e f^ Iished a cam P^ security policy in accordance with 
section 485(f) of the HEA; and 

I [Page 411] ] 

(ii) Has complied with the disclosure requirements of Sec 668. 47 
as required by section 485(f) of the HEA. 

of ttf nlLl^^Tl^t 10 *' lf located in a st ate to which section 4(b) 
aoolv ! w ^ ^T Stration Act < 42 U.S.C. 1973gg-2(b)) does not 
apply, will make a good faith effort to distribute a mail voter 
registration form, requested and received from the State, to each' 
student enrolled in a degree or certificate program and physically in 

f T?t2 C J a VS inStitUti ° n ' and to make .those forms widely available 
to students at the institution. 

_ (2) The institution must request the forms from the State 12 days 
prior to _ the deadline for registering to vote within the State. If an 
institution has not received a sufficient quantity of forms to fulfill 
this section from the State within 60 days prior to the deadline for 

meSinf S 9 t0 V ° te ^ thS StatS ' th£ inst itution is not liable for not 
meeting the requirements of this section during that election year, 
of J;^ 1S P a ^ ra P h applies to elections as defined in section 301(1) 
of the Federal Election Campaign Act of 1971 (2 U.S.C. 431(1)) and 
..includes the election for Governor or other chief executive within such 

h^^wVk P f gram Participation agreement becomes effective on the 
date that the Secretary signs the agreement. 

(2) A new program participation agreement supersedes any prior 
program participation agreement between the Secretary and the 
institution. 

rhe illitl EX °! Pt aS provided in Paragraphs (h) and (i) of this section, 
the Secretary terminates a program participation agreement through the 
proceedings in subpart G of this part. 3 

III S ^ st i tution ma 7 terminate a program participation agreement. 

(3) If the Secretary or the institution terminates a program 
participation agreement under paragraph (g) of this section, the 
Secretary establishes the termination date. 

exnirec, ! Jjf^T ^ ' * program Participation agreement automatically 

expires on the date that-- 

nn ^^l The i^titution changes ownership that results in a change in 
control as determined by the Secretary under 34 CFR part 600; or 

ser L^T^ Ud °f" S Participation ends under the provisions of 
Sec. 668.26(a) (1), (2), (4), or (7). 

(h) An institution's program participation agreement no longer 

T? r t e L° ° r C ° VSrS a location of the institution as of the date on 
which that location ceases to be a part of the participating 
institution. s 

iSo-oIsv) 1 " 7 thS ° ffiCe ° f Mana 9 ement and Bud get under control number 
Authority.. 20 U.S.C. 1085, 1088, 1091, 1092, 1094, 1099a-3, 1099c, and 

PR \n^ 242 T 5 1 A ?o' 29 ' 19M ' ^ amendSd St 59 FR 34964 ' J ^Y 1> 19^; 63 

i iltl.Tll ±,l 99S! 64 FR 58617 ' 0ct - 29 ' i999; 64 fr 59 ° 38 ' ^;. 

67072 Nov i 2002] ^ "' 2 °°°'' " ** 65 " 7 ' "^ ' *> 20 °° ! S7 FR 
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§664.40 

Subpart D— What Conditions Must 
Be Met by a Grantee? 

§664.40 Can participation in a Ful- 
bright-Hays Group Projects Abroad 
be terminated? 

(a) Participation may be terminated 
only by the J. William Fulbright For- 
eign Scholarship Board upon the rec- 
ommendation of the Secretary. 

(b) The Secretary may recommend a 
termination of participation on the 
basis of failure by the grantee to en- 
sure that participants adhere to the 
standards of conduct adopted by the J. 
William Fulbright Foreign Scholarship 
Board. 

(Authority: 22 U.S.C. 2452(b)(6), 2456, and Pol- 
icy Statements of the J. William Fulbright 
Foreign Scholarship Board, 1990) 

PART 668— STUDENT ASSISTANCE 
GENERAL PROVISIONS 



Subpart A— General 



Sec. 
668,1 
668,2 
668.3 
668.4 
668.5 



Scope; 

General definitions. 
Academic year. 
Payment period. 

Written arrangements to provide edu- 
cational programs. 
66S.6-668.7 [Reserved] 

668.8 Eligible program. 

668.9 Relationship between clock hours and 
semester, trimester, or quarter hours in 
calculating Title IV, HEA program as- 
sistance. 

Subpart B— Standards far Participation in 
Title IV, HEA Programs 

668.11 Scope. 

668.12 [Reserved] 

668.13 Certification procedures. 

668.14 Program participation agreement. 

668.15 Factors of financial responsibility. 

668.16 Standards of administrative capa- 
bility. • 

668.17-668.18 [Reserved] 

668.19 Financial aid history. 

668.20 Limitations on remedial coursework 
that is eligible for Title IV, HEA pro- 
gram assistance. 

668.21 Treatment of Federal Perkins Loan, 
FSEOG, and Federal Pell Grant program 
funds if the recipient withdraws, drops 
out, or is expelled before his or her first 
day of class. 

668.22 Treatment of title IV funds when a 
student withdraws. 
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668.23 Compliance audits and audited finan- 
cial statements. 

668.24 Record retention and examinations. 

668.25 Contracts between an institution and 
a third-party servicer. 

668.26 End of an institution's participation 
in the Title IV, HEA programs. 

668.27 Waiver of annual audit submission re- 
quirement. 

APPENDIX A TO SUBPART B OF PART 668— 

standards for audit of governmental 
Organizations, Programs, Activities, 
and functions (gao) 
Appendix B to Subpart B of Part 668— ap- 
pendix I, STANDARDS FOR AUDIT OF GOV- 
ERNMENTAL Organizations, Programs, 
activities, and functions (GAO) 

Subpart C— Student Eligibility 

668.31 Scope. 

668.32 Student eligibility - general. 

668.33 Citizenship and residency require- 
ments. 

668.34 Satisfactory progress. 

668.35 Student debts under the HEA and to 
the U.S. 

668.36 Social security number. 

668.37 Selective Service registration. 

668.38 Enrollment in telecommunications 
and correspondence courses. 

668.39 Study abroad programs. 

668.40 Conviction for possession or sale of il- 
legal drugs. 

Subpart D— Institutional and Financial 
Assistance information for Students 

668.41 Reporting and disclosure of informa- 
tion. 

668.42 Financial assistance information. 

668.43 Institutional information. 

668.44 Availability of employees for infor- 
mation dissemination purposes. 

668.45 Information on completion or gradua- 
tion rates. 

668.46 Institutional security policies and 
crime statistics. 

668.47 Report on athletic program participa- 
tion rates and financial support data. 

668.48 Report on completion or graduation 
rates for student-athletes. 

Appendix A to Subpart D of Part 668— 
Crime Definitions in Accordance with 
the Federal bureau of investigation's 
Uniform Grime reporting Program 

Subpart E— Verification of Student Aid 
Application Information 

668.51 General. 

668.52 Definitions. 

668.53 Policies and procedures. 

668.54 Selection of applications for 
verification. 

668.55 Updating information. 

668.56 Items to be verified. 
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668.57 Acceptable documentation. 

668.58 Interim disbursements. 

668.59 Consequences of a change in applica- 
tion information. 

668.60 Deadlines for submitting documenta- 
tion and the consequences of failing to 
provide documentation. 

668.61 Recovery of funds . 



Subpart F— -Misrepresentation 

668.71 Scope of special definitions. 

668.72 Nature of educational program. 

668.73 Nature of financial charges. 

668.74 Employability of graduates. 

668.75 Procedures. 

Subpart G— Fine, Limitation, Suspension 
and Termination Proceedings 

668.81 Scope and special definitions. 

668.82 Standard of conduct. 

668.83 Emergency action. 

668.84 Fine proceedings. 

668.85 Suspension proceedings. 

668.86 Limitation or termination prc^ 
ceedings. 

668.87 Pre-hearing conference. 

668.88 Hearing. 

668.89 Authority and responsibilities of the 
hearing official. 

668.90 Initial and final decisions. 

668.91 Filing of requests for hearings and 
appeals; confirmation of mailing and re- 
ceipt dates. 

668.92 Fines. 

668.93 Limitation. 

668.94 Termination. 

668.95 Reimbursements, refunds, and offsets. 

668.96 Reinstatement after termination. 

668.97 Removal of limitation. 

668.98 Interlocutory appeals to the Sec- 
retary from rulings of a hearing official. 

Subpart H— Appeal Procedures for Audit 
Determinations and Program Review 
Determinations 

668.111 Scope and purpose, 

668.112 Definitions. 

668 . 1 13 Request for review. 

668. 114 Notification of hearing. 

668.115 Prehearing conference, 

668.116 Hearing. 

668.117 Authority and responsibilities of the 
hearing official. 

668.118 Decision of the hearing official. 

668.119 Appeal to the Secretary. 

668. 1 20 Decision of the Secretary. 

668.121 Final decision of the Department. 

668.122 Determination of filing, receipt, and 
submission dates. 

668.123 Collection. 

668.124 Interlocutory appeals to the Sec- 
retary from rulings of a hearing official 



P£6m 
Subpart I— immigration-Status Confirmation 

668.130 General. 

668.131 Definitions. 

668.132 Institutional determinations of eli- 
gibility based on primary confirmation. 

668.133 Conditions under which an institu- 
tion shall require documentation' and re- 
quest secondary confirmation. 

668.134 Institutional policies and procedures 
for requesting documentation and receiv- 
ing secondary confirmation. 

668.135 Institutional procedures for com- 
pleting secondary confirmation. 

668.136 Institutional determinations of eli- 
gibility based on INS responses to sec- 
ondary confirmation requests. 

668.137 Deadlines for submitting docu- 
mentation and the consequences of fail- 
ure to submit documentation. 

668.138 Liability. 

668.139 Recovery of payments and loan dis- 
bursements to ineligible students. 

Subpart J— Approval of independently Ad- 
ministered Tests; Specification of Pass- 
ing Score; Approval of State Process 

668.141 Scope. 

668.142 Special definitions. 

668.143 Approval of State tests or assess- 
ments. 

668.144 Application for test approval. 

668.145 Test approval procedures. 

668.146 Criteria for approving tests. 

668.147 Passing score. 

668.148 Additional criteria for the approval 
of certain tests. 

668.149 Special provisions for the approval 
of assessment procedures for special pop- 
ulations for whom no tests are reason- 
ably available. 

668.150 Agreement between the Secretary 
and a test publisher. 

668.151 Administration of tests. 

668.152 Administration of tests by assess- 
ment centers. 

668.153 Administration of tests for students 
whose native language is not English or 
for persons with disabilities. 

668.154 Institutional accountability. 

668.155 Transitional rule for the 1996-97 
award year. 

668.156 Approved State process. 

Subpart K—Cash Management 

668.161 Scope and purpose. 

668.162 Requesting funds. 

668.163 Maintaining and accounting for 
funds. 

668.164 Disbursing funds. 

668.165 Notices and authorizations. 

668.166 Excess cash. 

668.167 FFEL Program funds. 
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§66&f 

Subpart L— Financial Responsibility 

668.171 General. 

668.172 Financial ratios. 

668.173 Refund reserve standards. 

668.174 Past performance. 

668.175 Alternative standards and 



ments. 



require- 



Appendix A to to Subpart l of Part 668— 
Ratio methodology for Proprietary 
institutions 

Appendix b to Subpart l of part 668— 
Ratio methodology for private Non- 
profit INSTITUTIONS 

Subpart M— Cohort Default Rates 

668.181 Purpose of this subpart. 
~~ 668.182 Definitions of terms used in this sub- 
part. 

668.183 Calculating and applying cohort de- 
fault rates. 

668.184 Determining cohort default rates for 
institutions that have undergone a 
change in status. 

668.185 Draft cohort default rates and your 
ability to challenge before official cohort 
default rates are issued. 

668.186 Notice of your official cohort default 
rate. 

668.187 Consequences of cohort default rates 
on your ability to participate in Title IV, 
HEA programs. 

668.188 Preventing evasion of the con- 
sequences of cohort default rates. 

668.189 General requirements for adjusting 
official cohort default rates and for ap- 
pealing their consequences. 

668.190 Uncorrected data adjustments. 

668.191 New data adjustments. 

668.192 Erroneous data appeals. 

668.193 Loan servicing appeals. 

668.194 Economically disadvantaged ap- 
peals. * 

668.195 Participation rate index appeals, 

668.196 Average rates appeals. 

668.197 Thirty-or-fewer borrowers appeals. 

668.198 Relief from the consequences of co- 
hort default rates for special institu- 
tions.* 

Appendix A to Subpart m of Part 668— 
Summaries of Eligibility and Submis- 
sion Requirements for Challenges, ad- 
justments, and Appeals 

Appendix b to Subpart m of part 668— 
Sample default management plan for 
Special Institutions to Use When com- 
plying with §668.198 

authority: 20 u.s.c. 1001, 1002, 1003, 1085, 

1088, 1091, 1092, 1094, 1099c, and I099c-1, unless 
otherwise noted. 
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Subpart A— General 

§668.1 Scope. 

(a) This part establishes general rules 
that apply to an institution that par- 
ticipates in any student financial as- 
sistance program authorized by Title 
IV of the Higher Education Act of 1965, 
as amended (Title IV, HEA program). 
To the extent that an institution con- 
tracts with a third-party servicer to 
administer any aspect of the institu- 
tion's participation in any Title IV, 
HEA program, the applicable rules in 
this part also apply to that servicer. 
An institution's use of a third-party 
servicer does not alter the institution's 
responsibility for compliance with the 
rules in this part. 

(b) As used in this part, an "institu- 
tion" includes — 

(1) An institution of higher education 
as defined in 34 CFR 600.4; 

(2) A proprietary institution of high- 
er education as defined in 34 CFR 600.5; 
and 

(3) A postsecondary vocational insti- 
tution as defined in 34 CFR 600.6. 

(c) The Title IV, HEA programs in- 
clude— 

(1) The Federal Pell Grant Program 
(20 U.S.C. 1070a et seqiyto CFR part 690); 

(2) The National Early Intervention 
Scholarship and Partnership (NEISP) 
Program (20 U.S.C. 1070a~21 et seq.\ 34 
CFR part 693);. 

(3) The Federal Supplemental Edu- 
cational Opportunity Grant (FSEOG) 
Program (20 U.S.C. 1070b et seq.\ 34 CFR 
parts 673 and 676); 

(4) The Leveraging Educational As- 
sistance Partnership (LEAP) Program 
(20 U.S.C. 1070c etseqr, 34 CFR part 692); 

(5) The Federal Stafford Loan Pro- 
gram (20 U.S.C. 1071 etseq.; 34 CFR part 
682); 

(6) The Federal PLUS Program (20 
U.S.C. 1078-2; 34 CFR part 682); 

(7) The Federal Consolidation Loan 
Program (20 U.S.C. 1078-3; 34 CFR part 
682); 

(8) The Federal Work- Study (FWS) 
Program (42 U.S.C. 2751 et seg.; 34 CFR 
parts 673 and 675); 

(9) The William D. Ford Federal Di- 
rect Loan (Direct Loan) Program (20 
U.S.C. 1087a et seg.; 34 CFR part 685); 
and 
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(10) The Federal Perkins Loan Pro- 
gram (20 U.S.C. 1087aa er seq.; 34 CFR 
parts 673 and 674), 

(Authority: 20 U.S.C. 1070 et seq,) 

[52 FR 45724, Dec. 1, 1987, as amended at 56 
FR 36696, July 31, 199!;' 59 FR 22418, Apr. 29, 
1994; 61 FR 60396, Nov. 27, 1996; 63 FR 40623, 
July 29, 1998; 65 FR 38729, June 22, 2000] 

§ 668.2 General definitions. 

(a) The following definitions are con- 
tained in the regulations for Institu- 
tional Eligibility under the Higher 
Education Act of 1965, as amended, 34 
CFR part 600: 

Accredited 

Award year — 

Branch campus 

Clock hour 

Correspondence course 

Educational program 

Eligible institution 

Federal Family Education Loan (FFEL) pro- 
grams 

Incarcerated student 

Institution of higher education 

Legally authorized 

Nationally recognized accrediting agency 

Nonprofit institution 

One-year training program 

Postsecondary vocational institution 

Preaccredited 

Proprietary institution of higher education 

Recognized equivalent of a high school di- 
ploma .... . 

Recognized occupation 

Regular student 

Secretary 

State 

Telecommunications course 

(b) The following definitions apply to 
all Title IV, HEA programs: 

Campus-based programs: (1) The Fed- 
eral Perkins Loan Program (34 CFR 
parts 673 and 674) ; 

(2) The Federal Work-Study (FWS) 
Program (34 CFR parts 673 and 675); and 

(3) The Federal Supplemental Edu- 
cational Opportunity Grant (FSEOG) 
Program (34 CFR parts 673 and 676), 

Defense loan: A loan made before July 
1, 1972, under Title II of the National 
Defense Education Act of 1958, 

(Authority: 20 U.S.C. 421-429) 

Dependent student: Any student who 
does not qualify as an independent stu- 
dent (see Independent student) . 

Designated department official: An offi- 
cial of the Department of Education to 
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whom the Secretary has delegated re- 
sponsibilities indicated in this part. 

Direct Loan Program loan: A loan 
made under the William D. Ford Fed- 
eral Direct Loan Program. 

(Authority: 20 U.S.C. 1087a etseq.) 

Direct PLUS Loan: A loan made under 
the Federal Direct PLUS Program. 

(Authority: 20 U.S.C. 1078-2 and 1087a et seq.) 

Direct Subsidized Loan: A loan made 
under the Federal Direct Stafford/Ford 
Loan Program. 

(Authority: 20 U.S.C. 1071 and 1087a et seq.) 

Direct Unsubsidized Loan: A loan 
made under the Federal Direct Unsub- 
sidized Stafford/Ford Loan Program. 



(Authority: 20 U.S.C. 1087a etseq.) 



student 



Enrolled: The status of a 
who— 

(1) Has completed the registration re- 
quirements (except for the payment of 
tuition and fees) at the institution that 
he or she is attending; or 

(2) Has been admitted into an edu- 
cational program offered predomi- 
nantly by correspondence and has sub- 
mitted one lesson, completed by him or 
her after acceptance for enrollment 
and without the help of a representa- 
tive of the institution, 

(Authority: 20 U.S.C. 1088) 

Expected family contribution (EFC): 
The amount, as determined under title 
IV, part F of the HEA, an applicant and 
his or her spouse and family are ex- 
pected to contribute toward the appli- 
cant's cost of attendance. 

Federal Consolidation Loan program: 
The loan program authorized by Title 
IV-B, section 428C, of the HEA that en- 
courages the making of loans to bor- 
rowers for the purpose of consolidating " 
their repayment obligations, with re- 
spect to loans received by those bor- 
rowers, under the Federal Insured Stu- 
dent Loan (FISL) Program as defined 
in 34 CFR part 682, the Federal Stafford 
Loan, Federal PLUS (as in effect before 
October 17, 1986), Federal Consolidation 
Loan, Federal SLS, ALAS (as in effect 
before October 17, 1986), Federal Direct 
Student Loan, and Federal Perkins 
Loan programs, and under the Health 
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(10) The Federal Perkins Loan Pro- 
gram (20 U.S.C. 1087aa et seq.; 34 CFR 
parts 673 and 674). 

(Authority: 20 U.S.C. 1070 et seq,) 

[52 FR 45724, Dec. 1, 1987, as amended at 56 
FR 36696, July 31, 1991; 59 FR 22418, Apr. 29, 
1994; 61 FR 60396, Nov. 27. 1996; 63 FR 40623, 
July 29, 1998; 65 FR 38729, June 22, 2000] 

§668.2 General definitions. 

(a) The following definitions are con- 
tained in the regulations for Institu- 
tional Eligibility under the Higher 
Education Act of 1965, as amended, 34 
CFR part 600: 

Accredited 

Award year 

Branch campus 

Clock hour 

Correspondence course 

Educational program 

Eligible institution 

Federal Family Education Loan (FFEL) pro- 
grams , 

Incarcerated student 

Institution of higher education 

Legally authorized 

Nationally recognized accrediting agency 

Nonprofit institution 

One-year training program 

Postsecondary vocational institution 

Preaccredited 

Proprietary institution of higher education 

Recognized equivalent of a high school di- 
ploma 

Recognized occupation 

Regular student 

Secretary 

State 

Telecommunications course 

(b) The following definitions apply to 
all Title IV, HEA programs: 

Campus-based programs: (1) The "Fed- 
eral Perkins Loan Program (34 CFR 
parts 673 and 67'4); 

(2) The Federal Work- Study (FWS) 

. Program (34 CFR parts 673 and 675).; .and-. 

(3) The Federal Supplemental Edu- 
cational Opportunity Grant (FSfiOG) 
Program (34 CFR parts 673 and 676). 

Defense loan: A loan made before July 
1, 1972, under Title II of the National 
Defense Education Act of 1958. 

(Authority: 20 U.S.C. 421-429) 

Dependent student: Any student who 
does not qualify as an independent stu- 
dent (see Independent student) . 

Designated department official: Ah offi- 
cial of the Department of Education to 
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whom the Secretary has delegated re- 
sponsibilities indicated in this part. 

Direct Loan Program loan: A loan 
made under the William D. Ford Fed- 
eral Direct Loan Program. 

(Authority: 20 U.S.C. 1087a et seq.) 

Direct PLUS Loan: A loan made under 
the Federal Direct PLUS .Program. 

(Authority: 20 U.S.C. 1078-2 and 1087a et seq.) 

Direct Subsidized Loan: A loan made 
under the Federal Direct Stafford/Ford 
Loan Program. 

(Authority: 20 U.S.C. 1071 and 1087a et seq.) 

-Direct Unsubsidized Loan: A loan 
made under the Federal Direct Unsub- 
sidized Stafford/Ford Loan Program. 

(Authority: 20 U.S.C. 1087a et seq.) 

Enrolled: The status of a student 
who— 

(1) Has completed the registration re- 
quirements (except for the payment of 
tuition and fees) at the institution that 
he or she is attending; or 

(2) Has been admitted into an edu- 
cational program offered predomi- 
nantly by correspondence and has sub- 
mitted one lesson, completed by him or 
her after acceptance for enrollment 
and without -the help of a representa- 
tive of the institution, 

(Authority: 20 U.S.C. 1088) 

Expected family contribution (EFC): 
The amount, as determined under title 
IV, part F of the HEA, an applicant and 
his or her spouse and family are ex- 
pected to contribute toward the appli- 
cant's cost of attendance. 

Federal Consolidation Loan program: 
The loan program authorized by Title 
IV-B; section 428C, of the HEA that en- 
courages the making of loans to bor- 
rowers for the purpose of consolidating 
their repayment obligations, with re- 
spect to loans received by those bor- 
rowers, under the Federal Insured Stu- 
dent Loan (FISL) Program as defined 
in 34 CFR part 682, the Federal Stafford 
Loan, Federal PLUS (as in effect before 
October 17, 1986), Federal Consolidation 
Loan, Federal SLS, ALAS (as in effect 
before October 17, 1986), Federal Direct 
Student Loan ; and 1 Federal Perking 
Loan programs, and under the Health 
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Professions Student Loan (HPSL) Pro- 
gram authorized by subpart II of part C 
of Title VII of the Public Health Serv- 
ice Act, for parent Federal PLUS bor- 
rowers whose loans were made after 
October 17, 1986, and for Higher Edu- 
cation Assistance Loans (HEAL) au- 
thorized by subpart I of part A of Title 
VII of the Public Health Services Act. 

(Authority: 20 U.S.C. 1078-3) 

Federal Direct PLUS Program: A loan 
program authorized by Title IV, Part D 
of the HEA that is one of the compo- 
nents of the Direct Loan Program. The 
Federal Direct PLUS Program provides 
loans to parents of dependent students 
attending schools that participate^ in 
the Direct Loan Program. The bor- 
rower is responsible for the interest 
that accrues during any period. 

(Authority: 20 U.S.C. 10782 and 1087a et seq.) 

Federal Direct Stafford/Ford Loan Pro- 
gram: A loan program authorized by 
Title IV, Part D of the HEA that is one 
of the components of the Direct Loan 
Program. The Federal Direct Stafford/ 
Ford Loan Program provides loans to 
undergraduate, graduate, and profes- . 
sional ■ students attending schools that 
participate in the Direct Loan Pro- 
gram. The Secretary subsidizes the in- 
terest while the borrower is in an in- 
school, grace, or deferment period. 

(Authority: 20 U.S.C. 1071 and 1087a et seq.) 

Federal Direct Unsubsidized Stafford/ 
Ford Loan Program: A loan program au- 
thorized by Title IV, Part D of the HEA 
that is one of the components of the 
Direct Loan Program. The Federal Di- 
rect Unsubsidized Stafford/Ford Loan 
Program provides loans to under- 
graduate, graduate, and professional 
students attending schools that par- 
ticipate in the Direct Loan Program. 
The borrower is responsible for the in- 
terest that accrues during any period. 

(Authority: 20 U.S.C. 1087a et seq.) 

Federal Pell Grant Program: The grant 
program authorized by Title IV-A-1 of 
the HEA, 

(Authority: 20 U.S.C. 1070a) 

Federal Perkins loan: A loan made 
under Title IV-E of the HEA to cover . 
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the cost of attendance for a period of 
enrollment beginning on or after July 
1, 1987, to an individual who on July 1, 
1987, had no outstanding balance of 
principal or interest owing on any loan 
previously made under Title IV-E of 
the HEA. 

(Authority: 20 U.S.C. 1087aa et seq.) 

Federal Perkins Loan program: The 
student loan program authorized by 
Title IV-E of the HEA after October 16, 
1986. Unless otherwise noted, as used in 
this part, the Federal Perkins Loan 
Program includes the National Direct 
Student Loan Program and the Na- 
tional Defense Student Loan Program. 

(Authority: 20 U.S.C. 1087aa-1087ii) 

Federal PLUS loan: A loan made 
under the Federal PLUS Program. 

(Authority: 20 U.S.C. 1078-2) 

Federal PLUS program: The loan pro- 
gram authorized by Title IV-B, section 
428B, of the HEA, that encourages the 
making of loans to parents of depend- 
ent undergraduate students. Before Oc- 
tober 17, 1986, the PLUS Program also 
provided for making loans to graduate, 
professional, and independent under- 
graduate students. Before July 1, 1993, 
the PLUS Program also provided for 
making loans to parents of dependent 
graduate students. 

(Authority: 20 U.S.C. 1078-2) 

Federal SLS loan: A loan made under 
the Federal SLS Program. 

(Authority: 20 U.S.C. 1078-1) 

Federal Stafford loan: A loan made 
under the Federal Stafford Loan Pro- 
gram. 

(Authority; 20 U.S.C. 1071 etseq.) 

Federal Stafford Loan program: The 
loan program authorized by Title IV-B 
(exclusive of sections 428A, 428B, and 
428C) that encourages the making of 
subsidized Federal Stafford and unsub- 
sidized Federal Stafford loans as de- 
fined in 34 CFR part 682 to under- 
graduate, graduate, and professional 
students. 



(Authority: 20 U.S.C. 1071 etseq.) 
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Federal Supplemental Educational Op- 
portunity Grant (FSEOG) program: The 
grant program authorized by Title IV- 
A-2oftheHEA, 

(Authority: 20 U.S. C. 1070b et seq,) 

Federal Supplemental Loans for Stu- 
dents (Federal SLS) Program: The loan 
program authorized by Title IV-B, sec- 
tion 428A of the HEA, as in effect for 
periods of enrollment that began before 
July 1, 1994. The Federal SLS Program 
encourages the making of loans to 
graduate, professional, independent un- 
dergraduate, and certain dependent un- 
dergraduate students. 

(Authority: 20 U.S.C. 1078-1) " * 

- Federal Work Study (FWS) program: 
The part-time employment program 
for students authorized by Title IV-C 
of the HEA. 

(Authority: 42 U.S.C. 2751~2756b) 

FFELP loan: A loan made under the 
FFEL programs. 

(Authority: 20 U.S.C. 1071 etseq.) 

Full-time student: An enrolled student 
who is carrying a full-time academic 
workload (other than by correspond- 
ence) as determined by the institution 
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under a standard applicable to all stu- 
dents enrolled in a particular edu- 
cational program. The student's work- 
load may include any combination of 
courses, work, research, or special 
studies that the institution considers 
sufficient to classify the student as a 
full-time student. However, for an un- 
dergraduate student, an institution's 
minimum standard must equal or ex- 
ceed one of the following minimum re- 
quirements: 

(1) Twelve semester hours or 12 quar- 
ter hours per academic term in an edu- 
cational program using a semester, tri- 
mester, or quarter system, 

(2) Twenty-four semester hours or 36 
quarter -hours per academic year for an 
educational program using credit hours 
but not using a semester, trimester, or 
quarter system, or the prorated equiva- 
lent for a program of less than one aca- 
demic year. 

(3) Twenty-four clock hours per week 
for an educational program using clock 
hours. 

(4) In an educational program using 
both credit and clock hours, any com- 
bination of credit, and clock hours 
where the sum of the following frac- 
tions is equal to or greater than one: 

(i) For a program using a semester, 

trimester, or quarter system— 



Number of credit hours per term ' Number of clock hours per week 

12 + 24 



(ii) For a program not using a semes- 
ter, trimester, or quarter system- 



Number of semester or trimester Number of quarter Number of clock 
hours per academic year hours per academic year, hours per week 

24 36 + 24 



(5) A series of courses or seminars 
that equals 12 semester hours or 12 
quarter hours in a maximum of 18 
weeks. 

(6) The work portion of a cooperative 
education program in which the 
amount of work performed is equiva- 



lent to the academic workload of a 
full-time student. 

HEA: The Higher Education Act of 
1965, as amended. 

(Authority: 20 U.S.C. 1070 etseq,) 
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Independent student: A student who 
qualifies as an independent student 
under section 480(d) of the HEA. 

(Authority: 20 U.S.C. 1087w) 

Initiating official; The designated de- 
partment' official authorized to begin 
an emergency action under 34 CFR 
668.83. 

Leveraging Educational Assistance 
Partnership (LEAP) Program; The grant 
program authorized by Title IV-A-4 of 
the HEA. 

National Defense Student Loan pro- 
gram: The student loan program au- 
thorized by Title II of the National De- 
fense Education Act of 1958. 

(Authority: 20U.S.C. 421-429} 

National Direct Student Loan (NDSL) 
program: The student loan program au- 
thorized by Title IV-E of the HEA be- 
tween July 1, 1972, and October 16, 1986. 

(Authority: 20 U.S.C. 1087aa-1087ii) 

National Early Intervention Scholarship 
and Partnership (NEISP) program: The 
scholarship program authorized by 
Chapter 2 of subpart 1 of Title IV-A of 
the HEA. 

(Authority: 20 U.S.C. 1070a-21 et seq,) 

One- third of an academic year: A pe- 
riod that is at least one-third of an 
academic year as determined by an in- 
stitution. At a minimum, one-third of 
an academic year must be a period that 
begins on the first day of classes and 
ends on the last day of classes or ex- 
aminations and is a minimum of 10 
weeks of instructional time during 
which, for an undergraduate edu- 
cational program, a full-time student 
is expected to complete at least 8 se- 
mester or trimester hours or 12 quarter 
hours in an educational program whose 
length is measured in credit hours or 
300' clock hours in an educational pro- 
gram whose length is measured in 
clock hours. For an institution whose 
academic year has been reduced under 
§668,3, one-third of an academic year is 
the pro-rated equivalent, as measured 
in weeks and credit or clock hours, of 
at least one-third of the institution's 
academic year. 



(Authority: 20 U.S.C. 1088) 
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Output document; The Student Aid 
Report (SAR), Electronic Student Aid 
Report (ESAR), or other document or 
automated data generated by the De- 
partment of Education's central proc- 
essing system or Multiple Data Entry 
processing system as the result of the 
processing of data provided in a Free 
Application for Federal Student Aid 
(FAFSA). 

Parent: A student's biological or 
adoptive mother or father or the stu- 
dent's stepparent, if the biological par- 
ent or adoptive mother or father has 
remarried at the time of application. 

Participating institution: An eligible 
institution that meets the standards 
for participation in -Title IV, HEA pro- 
grams in subpart B and has a current 
program participation agreement with 
the Secretary. 

Show-cause official: The designated 
department official authorized to con- 
duct a show-cause proceeding, for an 
emergency action under 34 CFR 668.83. 

(Authority: 20. U.S.C. 1070c et seq.) 

Third-party servicer: (1) An individual 
or a State, or a private, profit or non- 
profit organization that enters into a 
contract with an eligible institution to 
administer, through either manual or 
automated processing, any aspect of 
the institution's participation in any 
Title IV, HEA program. The Secretary 
considers administration of participa- 
tion in a Title IV; HEA program to— 

(i) Include performing any function 
required by any statutory provision of 
or applicable to Title IV of the HEA, 
any regulatory provision prescribed 
under that statutory authority, or any 
applicable special arrangement, agree- 
ment, or limitation entered into under 
the authority of statutes applicable to 
Title IV of the HEA, such as t but not 
restricted to— 

(A) Processing student financial aid 
applications; 

(B) Performing need analysis; 

(C) Determining student eligibility 
and related activities; 

(D) Certifying loan applications; 

(E) Processing output documents for 
payment to students; 

(F) Receiving, disbursing, or deliv- 
ering Title IV, HEA program funds, ex- 
cluding lock-box processing of loan 
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payments and normal bank electronic 
fund transfers; 

(G) Conducting activities required by 
the provisions governing student con- 
sumer information services in subpart 
D of this part; 

(H) Preparing and certifying requests 
for advance or reimbursement funding; 

(1) Loan servicing and collection; 

(J) Preparing and submitting notices 
and applications required under 34 CFR 
part 600 and subpart B of this part; and 

(K) Preparing a Fiscal Operations Re- 
port and Application to Participate 
(FISAP); 

(ii) Exclude the following functions— 

(A) Publishing ability-to-benefit , 
tests; 

(B). Performing functions as a Mul- 
tiple Data Entry Processor (MDE); 

(C) Financial and compliance audit- 
ing; 

(D) Mailing of documents prepared by 
the institution; 

_ (E) Warehousing of records; and 

(F) Providing computer services or 
software; and 

(iii) Notwithstanding the exclusions 
referred to in paragraph (l)(ii) of this 
definition, include any activity com- 
prised of any function described in 
paragraph (1) (i) of this definition. 

(2) For purposes of this definition, an 
employee of an institution is not a 
third-party servicer. The Secretary 
considers an individual to be an em- 
ployee if the individual— 

(i) Works on 'a full-time, part-time, 
or temporary basis; 

(ii) Performs all duties on site at the 
institution under the supervision of the 
institution; 

(iii) Is paid directly by the institu- 
tion; 

(iv) Is not employed by or associated 
with a third-party servicer; and 

(v) Is not a third-party servicer for 
any other institution. 

(Authority: 20 U.S.C. 1088) 

Two-thirds of an academic year: A pe- 
riod that is at least two-thirds of an 
academic year as determined by an in- 
stitution. At a minimum, two-thirds of 
an academic year must be a period that 
begins on the first day of classes and 
ends on the last day of classes or ex- 
aminations and is a minimum of 20 
weeks of instructional time during 
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which, for an undergraduate edu- 
cational program, a full-time student 
is expected to complete at least 16 se- 
mester or trimester hours or 24 quarter 
hours in an educational program whose 
length is measured in credit hours or 
600 clock hours in an educational pro- 
gram whose length is measured in 
clock hours. For an institution whose 
academic year "has been reduced under 
§668.3, two-thirds of an academic year 
is the pro-rated equivalent, as meas- 
ured in weeks and credit or clock 
hours, of at least two-thirds of the in- 
stitution's academic year. 

(Authority: 20 U.S.C. 1088) 

U.S. citizen or national: (1) A citizen of 
the United States; or 

(2) A person defined in the Immigra- 
tion and Nationality Act, 8 U.S.C. 
1101 (a) (22), who, though not a citizen of 
the United States, owes permanent al- 
legiance to the United States. 

(Authority: 8 U.S.C. 1101) 

Valid institutional student information 
report (valid ISIR): A valid institutional 
student information report as defined 
in 34 CFR 690.2 for purposes of the Fed- 
eral Pell Grant Program. 

Valid student aid report (valid SAR): A 
valid student aid report (valid SAR) as 
defined in 34 CFR 690.2 for purposes of 
the Federal Pell Grant Program. 

(Authority: 20 U.S.C. 1070 et seq. t unless oth- 
erwise noted) 

William D. Ford Federal Direct Loan 
(Direct Loan) Program: The loan pro- 
gram authorized by Title IV, Part D of 
the HEA. 

(Authority: 20 U.S.C. 1087a etseq.) 

[59 FR 22418, Apr. 29, 1994, as amended at 59 
FR 61178, Nov. 29, 1994; 60 FR 61809, Dec. i, 
1995; 61 FR 60396, Nov. 27, 1996; 63 FR 40623, 
July 29, 1998; 64 FR 38729, June 22, 2000; 65 FR 
65674, Nov. 1, 2000; 67 FR 67071, Nov. 1, 2002; 69 
FR 12275, Mar. 16, 2004] 

§ 668.3 Academic year. 

(a) General. Except as provided in 
paragraph (c) of this section, an aca- 
demic year is a period that begins on 
the first day of classes and ends on the 
last day of classes or examinations dur- 
ing which— 
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(iii) Transfers into a program at an- 
other institution within any time pe- 
riod. 

(2) For a student described in para- 
graph (f)(1) of this section— 

(i) For the purpose of calculating 
payment periods only, the length of the 
program is the number of credit hours 
and the number of weeks, or the num- 
ber of clock hours, that the student has 
remaining in the program he or she en- 
ters or reenters; and 

(ii) If the remaining hours, and weeks 
if applicable, constitute one-half of an 
academic year or less, the remaining 
hours constitute one payment period. 

(Authority: 20 U.S.C. 1070 et seq.) 

[87 FR 67071, Nov. 1,2002] 

§688.5 Written arrangements to pro- 
vide educational programs. 

(a) Written arrangements between eligi- 
ble institutions. If an eligible institution 
enters into a written arrangement with 
another eligible institution, or with a 
consortium of eligible institutions, 
under which the other eligible institu- 
tion or consortium provides all or part 
of the educational program of students 
enrolled in the former institution, the 
Secretary considers that educational 
program to be an eligible program if it 
otherwise satisfies the requirements of 
§668.8. 

(b) Written arrangements for study- 
abroad. Under a study abroad program, 
if an eligible institution enters into a 
written arrangement with a foreign in- 
stitution, or an organization acting on 
behalf of a foreign institution, under 
which the foreign institution provides 
part of the educational program of stu- 
dents enrolled in the eligible institu- 
tion, the Secretary considers that edu- 
cational program to be an eligible pro- 
gram if it otherwise satisfies the re- 
quirements' of paragraphs (c)(1) 
through (c) (3) of this section. 

(c) Written arrangements between an el- 
igible institution and an ineligible institu- 
tion or organization, If an eligible insti- 
tution enters into a written arrange- 
ment with an institution or organiza- 
tion that is not an eligible institution 
under which the ineligible institution 
or organization provides part of the 
educational program of students en- 
rolled in the eligible institution, the 
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Secretary considers^ that educational 
program to be an eligible program if— 

(1) The ineligible institution or orga- 
nization has not had its eligibility to 
participate in the title IV, HEA pro- 
grams terminated by the Secretary, or 
has not voluntarily withdrawn from 
participation in those programs under 
a termination, show-cause, suspension, 
or similar type proceeding initiated by 
the institution's State licensing agen- 
cy, accrediting agency, guarantor, or 
by the Secretary; 

(2) The " educational program other- 
wise satisfies the requirements of 
§668.8; and 

(3)(i) The ineligible institution or or- 
ganization provides not more than 25 
percent of the educational program; or 

(ii)(A) The ineligible institution or 
organization provides. more than 25 per- 
cent but not more than 50 percent of 
the educational program; 

(B.) The eligible institution and the 
ineligible institution or organization 
are not owned or controlled by the 
same individual, partnership, or cor- 
poration; and 

(C) The eligible institution's accred- 
iting agency, or if the institution is a 
public postsecondary vocational edu- 
cational institution, the State agency 
listed in the FEDERAL REGISTER in ac- 
cordance with 34 CFR part 603, has spe- 
cifically determined that the institu- 
tion's arrangement meets the agency's 
standards for the contracting out of 
educational services. 

(d) Administration of title IV, HEA pro- 
grams,- (1) If an institution enters into a 
written arrangement as described "in 
paragraph (a), (b), or (c) of this section, 
except as provided in paragraph (d)(2) 
of this section, the institution at which 
the student is enrolled as a regular stu- 
dent must determine the student's eli- 
gibility for title IV, HEA program 
funds, and must calculate and disburse 
those funds to that student. 

(2) In the case of a written arrange- 
ment between eligible institutions, the 
institutions may agree in writing to 
have any eligible institution in the 
written arrangement make those cal- 
culations and disbursements, and the 
Secretary does not consider that insti- 
tution to be a third- party servicer for 
that arrangement. 
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(3) The institution that calculates 
and disburses a student's title IV, HEA 
program assistance under paragraph 
(d) (1) or (d) (2) of this section must— 

(i) Take into account all the hours in 
which the student enrolls at each insti- 
tution that apply to the student's de- 
gree or certificate when determining 
the student's enrollment status and 
cost of attendance; and (ii) Maintain 
all records regarding the student's eli- 
gibility for and receipt of title IV , HEA 
program funds. 

(Authority: 20 U.S.C. 1094) 
[65 FR 65674, Nov. 1, 2000] 

§§668.6-668.7 [Reserved] 

§ 668.8 Eligible program. 

(a) General An eligible program is an 
educational program that — 

(1) Is provided by a participating in- 
stitution; and 

(2) Satisfies the other relevant re- 
quirements contained in this section. 

(b) Definitions. For purposes of this 
section— 

(1) The Secretary considers the 
"equivalent of an associate degree" to 
be— 

(i) An associate degree; or 

(ii) The successful completion of at ' 
least a two-year program that is ac- 
ceptable for full credit toward a bach- 
elor's degree and qualifies a student for 
admission into the third year of a 
bachelor's degree program; 

(2) A week is a consecutive seven-day 
period; and 

(3) (i) The Secretary considers that an 
institution provides one week of in- 
structional time in an academic pro- 
gram during any week the institution 
provides at- least one day of regularly 
scheduled instruction or examinations, 
or, after the last scheduled day of 
classes for a term or a payment period, 
at least one day of study for final ex- 
aminations. 

(ii) Instructional time does not in- 
clude any vacation periods, homework, 
or periods of orientation or counseling. 

(c) Institution of higher education. An 
eligible program provided by an insti- 
tution of higher education must— 

(I) Lead" to an associate, bachelor's; 
professional, or graduate degree; 
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(2) Be at least a two-academic-year 
program that is acceptable for full 
credit toward a bachelor's degree; or 

(3) Be at least a one-academic -year 
training program that leads to a cer- 
tificate, degree, or other recognized 
educational credential and that pre- 
pares a student for gainful employment 
in a recognized occupation. 

(d) Proprietary institution of higher 
education and postsecondary vocational 
institution. An eligible program pro- 
vided by a proprietary institution of 
higher education or postsecondary vo- 
cational institution— 

(l)(i) Must require a minimum of 15 
weeks of instruction, beginning on the 
first day of classes and ending on the 
last day of classes or examinations; 

(ii) Must be at least 600 clock hours, 
16 semester or trimester hours, or 24 
quarter hours; 

(iii) Must provide undergraduate 
training that prepares a student for 
gainful employment in a recognized oc- 
cupation; and 

(iv) May admit as regular students 
persons who have not completed the 
equivalent of an associate degree; 

(2) Must— 

. (i) Require a minimum of 10 weeks of 
instruction, beginning on the first day 
of classes and ending on the last day of 
classes or examinations; 

(ii) Be at least 300 clock hours, 8 se- 
mester or trimester hours, or 12 quar- 
ter hours; 

(iii) Provide training that prepares a 
student for gainful employment in a 
recognized occupation; and 

(iv) (A) Be a graduate or professional 
program; or 

(B) Admit as regular students only 
persons who have completed the equiv- 
alent of an associate degree; or 

(3) For purposes of the FFEL and Di- 
rect Loan programs only, must— 

- (i) Require a minimum of 10 weeks of 
instruction, beginning on the first day 
of classes and ending on the last day of 
classes or examinations; 

(ii) Be at least 300 clock hours but 
less than 600 clock hours; 

(iii) Provide undergraduate training 
that prepares a student for gainful em- 
ployment in a recognized occupation; 

(iv) Admit as regular students some 
persons who have not completed the 
equivalent of an associate degree; and 



401 



17 



Case 1 :05-cv-01 637-RMU Document 1 -4 Filed 08/1 5/2005 Page 1 8 of 1 9 



§668.8 

(v) Satisfy the requirements of para- 
graph (e) of this section. 

(e) Qualitative factors. (1) An edu- 
cational program that satisfies the re- 
quirements of paragraphs (d)(3)(i) 
through (iv) of this section qualifies as 
an eligible program only if— 

(i) The program has a substantiated 
completion rate of at least 70 percent, 
as calculated under paragraph (f) of 
this section; 

(ii) The program has a substantiated 
placement rate of at least 70 percent, 
as calculated under paragraph (g) of 
this section; 

(iii) The number of clock hours pro- 
vided in the program does not exceed 
by more than 50 percent the minimum 
number of clock hours required ' for 
training in the recognized occupation 
for which the program prepares stu- 
dents, as established by the State in 
which the program is offered, if the 
State has established such a require- 
ment, or as established by any Federal 
agency; and 

(iv) The program has been in exist- 
ence for at least one year. The Sec- 
retary considers an educational pro- 
gram to have been in existence for at 
least one year only if an institution 
has been legally authorized to provide, 
and has continuously provided, the pro- 
gram during the 12 months (except for 
normal vacation periods and, at the 
discretion of the Secretary, periods 
when the institution closes due to a 
natural disaster that directly affects 
the institution or the institution's stu- 
dents) preceding the date on which the 
institution applied for eligibility for 
that program. 

(2) An institution shall substantiate 
the calculation of its completion and 
placement rates by having the certified 
public accountant who prepares its 
audit report required under §668.23 re- 
port on the 'institution's calculation 
based on performing an attestation en- 
gagement in accordance with the 
Statements on Standards for Attesta- 
tion Engagements of the American In- 
stitute of Certified Public Accountants 
(AICPA). 

(f) Calculation of completion rate. An 
institution shall calculate its comple- 
tion rate for an educational program 
for any award year as follows: 
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(1) Determine the number of regular 
students who were enrolled in the pro- 
gram during the award year. 

(2) Subtract from the number of stu- 
dents determined under paragraph (f) (1) 
of this section, the number of regular 
students who, during that award yeaf, 
withdrew from, dropped out of, or were 
expelled from the program and were 
entitled to and actually received, in a 
timely manner a refund of 100 percent 
of their tuition and fees. 

(3) Subtract from the total obtained 
under paragraph (f)(2) of this section 
the number of students who were en- 
rolled in the program at the end of that 
award year. 

(4) Determine the number of regular 
students who, during that award year, 
received within 150 percent of the pub- 
lished length of the educational pro- 
gram the degree, certificate, or other 
recognized .educational credential 
awarded for successfully completing 
the program. 

(5) Divide the number determined 
under paragraph (f) (4) of this section by 
the total obtained under paragraph 
(f) (3) of this section. 

(g) Calculation of placement rate. (1) 
An institution shall calculate its place- 
ment rate for an educational program 
for any award year as follows: 

(i) Determine the number of students 
who, during the award year, received 
the degree, certificate, or other recog- 
nized educational credential awarded 
for successfully completing the pro- 
gram. 

(ii) Of the total obtained under para- 
graph (g)(1) (i) of this section, deter- 
mine the number of students who, 
within 180 days of the day they re- 
ceived their degree, certificate, or 
other recognized educational creden- 
tial, obtained gainful employment in 
the recognized occupation for which 
they were trained or in a related com- 
parable recognized occupation and, on 
the date of this calculation, are em- 
ployed, or have been employed, for at 
least 13 weeks following receipt of the 
credential from the institution. 

(iii) Divide the number of students 
determined under paragraph (g) (1) (ii) of 
this section by the total obtained 
under paragraph (g)(1) (i) of this sec- 
tion. 
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(2) An institution shall document 
that each student described in para- 
graph (g) (1) (ii) of this section obtained 
gainful employment in the recognized 
occupation for which he or she was 
trained or in a related comparable rec- 
ognized occupation. Examples of satis- 
factory documentation of a student's 
gainful employment include, but are 
not limited to — 

(i) A written statement from the stu- 
dent's employer; 

(ii) Signed copies of State or Federal 
income tax forms; and 

(iii) Written evidence of payments of 
Social Security taxes: 

(h) Eligibility for Federal Pell Grant 
and FSEOG programs. In addition to 
satisfying other relevant provisions of 
this section— 

(1) An educational program qualifies 
as an eligible program for purposes of 
the Federal Pell Grant Program only if 
the educational program is an under- 
graduate program or a 
postbaccalaureate teacher certificate 
or licensing program as described in 34 
CFR 690.6(c); and 

(2) An educational program qualifies 
as an eligible program for purposes of 
the FSEOG Program only if the edu- 
cational program is an undergraduate 
program. 

(i) Flight training. In addition to sat- 
isfying other relevant provisions of 
this section, for a program of flight 
training to be an eligible program, it 
must have a current valid certification 
from the Federal Aviation Administra- 
tion. 

(j) English as a second language (ESL). 
(1) In addition to satisfying the rel- 
evant provisions of this section, an 
educational program that consists sole- 
ly of instruction in ESL qualifies as an 
eligible program if— 

(i) The institution admits to the pro- 
gram only students who the institution 
determines need the ESL instruction 
to use already existing knowledge, 
training, or skills; and 

(ii) The program leads to a degree, 
certificate, or other recognized edu- 
cational credential. 

(2) An institution shall document its 
determination that ESL instruction is 
necessary to enable each student en- 
rolled in its ESL program to use al- 
ready existing knowledge, training, or 
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skills with regard to the students that 
it admits to its ESL program under 
paragraph 0)(l)(i) of this section. 

(3) An ESL program that qualifies as 
an eligible program under this para- 
graph is eligible for purposes of the 
Federal Pell Grant Program only. 

(k) Undergraduate educational program 
in credit hours. If an institution offers 
an undergraduate educational program 
in credit hours, the institution must 
use the formula contained in paragraph 
(1) of this section to determine whether 
that program satisfies the require- 
ments contained in paragraph (c)(3) or 
(d) of this section, and the number of 
credit hours in that educational pro- 
gram for purposes of the Title IV, HEA 
programs, unless — 

(1) The program is at least two aca- 
demic years In length and provides an 
associate degree, a bachelor's degree, a 
professional degree, or an equivalent 
degree as determined by the Secretary; 
or 

(2) Each course within the program is 
acceptable for full credit toward that 
institution's associate degree, bach- 
elor's degree, professional degree, or 
equivalent degree as determined by the 
Secretary, provided that the institu- 
tion's degree requires at least two aca- 
demic years of study. 

(1) Formula. For purposes of deter- 
mining whether a program described in 
paragraph (k) of this section satisfies 
the requirements contained in para- 
graph (c)(3) or (d) of this section, and 
the number of credit hours in that edu- 
cational program with regard to the 
Title IV, HEA programs— 

(1) A semester hour must include at 
least 30 clock hours of instruction; 

(2) A trimester hour must include at 
least 30 clock hours of instruction; and 

(3) A quarter hour must include at 
least 20 hours of instruction. 

(Approved by the Office of Management and 
Budget under control number 1845-0537) 

(Authority: 20 U.S.C. 1070a, 1070b, 1070c- 
1070c~2, 1085, 1087aa-1087hh, 1088, 1091, and 
1141; 42 

[59 FR 22421, Apr. 29, 1994, as amended at 59 
FR 34964, July 7, 1994; 59 FR 61179, Nov. 29, 
1994; 60 FR 42408, Aug. 15, 1995; 63 FR 40623, 
July 29, 1998; 64 FR 58291, Oct. 28, 1999; 64 FR 
59037, Nov. 1, 1999; 65 FR 65675, Nov. 1, 2000; 67 
FR 67072, Nov. 1, 2002; 68 FR 19152, Apr. 18, 
2003] 
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